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established for immediate use in such
circumstances. For this purpose a min-
imum readiness inventory shall be pro-
vided near centers of consumption. Ma-
terials in Government inventories may
be upgraded for such stockpiling pur-
poses only when the net cost of such
processing including transportation
and handling is less than the cost of
new material. Materials should be up-
graded to forms which will permit the
greatest use-flexibility. Surplus mate-
rials may be used to pay for the up-
grading of the same or other materials
required to meet objectives providing
that the use of excess materials for
this purpose is in conformance with
disposal criteria.

(k) Beneficiation of subspecification
materials. Subspecification-grade mate-
rials in Government inventories may
be beneficiated within the limits of the
objectives when this can be accom-
plished at less cost than buying new
material.

(l) Cancellation of commitments. Com-
mitments for deliveries to national
stockpile and Defense Production Act
inventories beyond the objectives shall
be canceled or reduced when settle-
ments can be arranged which would be
mutually satisfactory to the supplier
and the Government and which would
not be disruptive to the economy or to
projects essential to the national secu-
rity. Such settlements may take into
account anticipated profits and cover
adjustments for above-market pre-
miums. The settlement of commit-
ments may be made through the pay-
ment of cash or through the use of sur-
plus materials. Responsibility with re-
spect to the settlement of commit-
ments in the light of overall interest of
the Government rests with the Admin-
istrator of General Services who shall
keep other agencies advised and con-
sult with them to the extent appro-
priate.

(m) Retention of other inventories.
Within the limits of unfilled stockpile
objectives, stockpile-grade materials in
the Defense Production Act and the
supplemental stockpile inventories
shall be retained for national stockpile
purposes.

(n) Disposals: (1) The Director of the
Federal Emergency Management Agen-
cy will authorize the disposal of excess

materials only after due regard to: (i)
Avoidance of serious disruption of the
usual markets of producers, processors
and consumers, and (ii) the protection
of the United States against avoidable
loss.

(2) In general, excess materials con-
stitute unneeded assets and shall be
disposed of as expeditiously as possible.

(3) In making such disposals pref-
erence shall be given to materials that
deteriorate, that are likely to become
obsolete, that do not meet quality
standards, or that do not have stock-
pile objectives.

(4) The Administrator of General
Services shall be responsible for dis-
posal of excess materials. He shall ad-
vise the Secretary of State and the ap-
propriate Assistant to the President in
advance on all disposal plans.

(o) Government use. Under such poli-
cies and procedures as the Adminis-
trator of General Services may pre-
scribe, Government agencies which di-
rectly or indirectly use strategic and
critical materials shall fulfill their re-
quirements through the use of mate-
rials in Government inventories that
are excess to the needs thereof. Direct
use means use in a Government-owned
and operated facility and use in a Gov-
ernment-owned facility which is oper-
ated by a contractor for the Govern-
ment. Indirect Government use means
use by prime contractors and all tiers
ofsubcontractors in the production of
items being procured by the Govern-
ment.

§ 328.3 Delegation of authority—Prepa-
ration of reports.

The Administrator of General Serv-
ices shall prepare on behalf of the Di-
rector of the Federal Emergency Man-
agement Agency and forward to him
for transmittal to the Congress reports
as required by the Director.

PART 329—USE OF PRIORITIES AND
ALLOCATION AUTHORITY FOR
FEDERAL SUPPLY CLASSIFICA-
TION (FSC) COMMON USE ITEMS
(DMO–12)

Sec.
329.1 Purpose.
329.2 Policies.
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